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Given the great importance of the audit profession to society, the question 
concerning all the requirements of ethical principles is relevant. In addition, it can 
be argued that compliance with the Code of Ethics for Professional Accountants is 
a matter of auditors’ business security to prevent various undesirable situations and 
to minimize the risk of the auditor in  a conflict of interest. However, in public 
practice the auditor may have situations that do not allow adhering to all of these 
principles. Compliance with the fundamental principles may potentially be 
threatened by a broad range of circumstances. In Code of Ethics for Professional 
Accountants a lot of threats fall into the following categories: 
(a) Self-interest threats, which may occur as a result of the financial or other 
interests of a professional accountant or of an immediate or close family member;  
(b) Self-review threats, which may occur when a previous judgment needs to 
be re-evaluated by the professional accountant responsible for that judgment;  
(c) Advocacy threats, which may occur when a professional accountant 
promotes a position or opinion to the point that subsequent objectivity may be 
compromised;  
(d) Familiarity threats, which may occur when, because of a close 
relationship, a professional accountant becomes too sympathetic to the interests of 
others; and  
(e) Intimidation threats, which may occur when a professional accountant 
may be deterred from acting objectively by threats, actual or perceived.  
A professional accountant in public practice may also find that specific 
circumstances give rise to unique threats to compliance with one or more of the 
fundamental principles. Such unique threats obviously cannot be categorized. In 
either professional or business relationships, a professional accountant in public 
practice should always be on the alert for such circumstances and threats.  
Safeguards that may eliminate or reduce such threats to an acceptable level 
fall into two broad categories:  
(a) Safeguards created by the profession, legislation or regulation; and  
(b) Safeguards in the work environment.  
Safeguards created by the profession, legislation or regulation include, but are 
not restricted to:  
• Educational, training and experience requirements for entry into the 
profession.  
• Continuing professional development requirements.  
• Corporate governance regulations.  
• Professional standards.  
• Professional or regulatory monitoring and disciplinary procedures.  
• External review by a legally empowered third party of the reports, returns, 
communications or information produced by a professional accountant.  
Certain safeguards may increase the likelihood of identifying or deterring 
unethical behaviour. Such safeguards, which may be created by the accounting 
profession, legislation, regulation or an employing organization, include, but are 
not restricted to:  
• Effective, well publicized complaints systems operated by the employing 
organization, the profession or a regulator, which enable colleagues, employers and 
members of the public to draw attention to unprofessional or unethical behaviour.  
• An explicitly stated duty to report breaches of ethical requirements.  
The nature of the safeguards to be applied will vary depending on the 
circumstances. In exercising professional judgment, a professional accountant 
should consider what a reasonable and informed third party, having knowledge of 
all relevant information, including the significance of the threat and the safeguards 
applied, would conclude to be unacceptable. 
 
